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IBRD Loans to Japan 


The International Bank for Reconstruction and Devel- 
opment on October 15 made three loans, totaling 
$40,200,000, for the expansion of privately owned elec- 
tric power facilities in Japan. The loans will help finance 
the construction of three high efficiency thermal electric 
power stations in central and south Japan. 

The loans, which are guaranteed by Japan, were made 
to the Japan Development Bank, a government agency 
established in 195] to supply long-term credit for high 
priority industrial development and economic reconstruc- 
tion. The Development Bank will relend the proceeds 
of the loans to three private companies, as follows: 
$21,500,000 to the Kansai Electric Power Company, Inc.; 
$11,200,000 to the Kyushu Electric Power Company, Inc.; 
and $7,500,000 to the Chubu Electric Power Company, 
Inc. These concerns are three of nine private companies 
organized in 1951 to take over the operations of all 
electric utilities in Japan at the time when electric power 
generating facilities were denationalized. 

Each of the three loans is for a term of 20 years and 
bears interest of 5 per cent per annum including the 
1 per cent commission which, under the Bank’s Articles 
of Agreement, is allocated to a special reserve. Amortiza- 
tion payments on each loan will begin on January 1, 1957. 
As collateral for the loans the International Bank will 
receive from the Japan Development Bank a pledge of 


Europe 


EPU Settlements for September 


The two largest deficits in the EPU settlements for 
September were recorded for France. 24.8 million units, 
and Italy, 20 million units (1 unit of account = US$1). 
France had to settle its deficit fully in gold since its 
cumulative accounting deficit (780.3 million units) was 
well above its quota of 520 million units; Italy had to 
pay 4 million units in gold, the remainder being settled 
by credit. Belgium showed a deficit of 9.5 million units, 
slightly larger than last month. This deficit took into 
account a repayment of almost 5 million units received 
from the Netherlands against an outstanding loan and a 
payment equivalent to 6.6 million units made to France 
by Belgium on niilitary account under NATO. Turkey 
had a deficit of 3.1 million units, whereas last month it 
had a surplus of 7.0 million units. Other countries with 
deficits were Portugal (2.7 million units), Norway 


obligations which that Bank will itself receive from the 
power companies. 


Westinghouse Electric International Company and In- 
ternational General Electric Company are prime con- 
tractors for the supply of equipment and services being 
financed by the Japan Development Bank from the pro- 
ceeds of the International Bank’s loans. The companies 
have entered into arrangements with the International 
Bank to participate in these loans to the extent of about 
$6.1 million, which amount the companies will receive 
back out of the early maturities of the loans. 


The Bank’s loans will finance the foreign exchange 
costs of the three power projects, which include engineer- 
ing and supervisory services as well as imported equip- 
ment. The plants are scheduled to begin operations 
during 1956. The total cost of the plants, including the 
foreign exchange costs of $40,200,000, is estimated at 
the equivalent of $62,000,000: $31,000,000 for Kansai; 
$17,000,000 for Kyushu; and $14,000,000 for Chubu. 
The companies will meet the local currency costs from 
funds borrowed from the Japan Development Bank and 
from earnings and sales of share capital. 


Source: International Bank for Reconstruction and De- 
velopment, Press Release, Washington, D. C., 
October 15, 1953. 


(2.3 million units), Greece (1.8 million units), Denmark 
(1.0 million units), and Iceland (0.5 million units). 
The German surplus of 26.8 million units was more 
than double that of last month (12.6 million units), 
despite the fact that in September the equivalent of 
27.2 million units was paid to other EPU members under 
the terms of the London Debt Agreement (see this News 
Survey, Vol. VI, p. 127). The surplus was settled 50 per 
cent in gold and 50 per cent by credit. This brought 
Germany’s cumulative accounting surplus to 660.7 mil- 
lion units, an amount which exceeded the German quota 
plus the rallonge of 150 million units that had been 
agreed earlier (see this News Survey, Vol. VI, p. 1). 
It was therefore necessary to arrange for an additignal 
rallonge of 50 million units, and the position of Germany 
will be re-examined by the OEEC in November. As the 
dates on which the other London Debt Agreement pay- 
ments are to begin have not yet been established, it is 
not known when their effects on Germany’s EPU position 
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will be felt. If, however, the German surplus continues 
to increase, it is expected that Germany will ask that the 
proportion which it receives in gold should be raised 
above the 50 per cent requirement of the present rallonge. 
Austria registered a surplus of 12.7 million units in 
September, which brought its cumulative accounting 
deficit to 74.1 million units, i.e., 4.1 million units above 
its quota; settlement was effected half in gold and half 
by credit. The United Kingdom had a surplus of 
12.2 million units, compared with a deficit of 29.5 mil- 
lion units in August. Without the annual installment of 
24.4 million units received from France in repayment 
of the Anglo-French loan of 1946, there would have been 
a U.K. deficit of 12.2 million units. Surpluses were also 
reported for Switzerland (10.3 million units), the Nether- 
lands (2.6 million units), and Sweden (1.0 million units). 
As a result of the September settlements, the gold and 
convertible assets of the EPU increased from 441.4 mil- 
lion units to 449.4 million units. 
Sources: Neue Ziircher Zeitung, Ziirich, Switzerland, 
October 9, 1953; The Financial Times, Octo- 
ber 5, 1953, and The Economist, October 10, 
1953, London, England; Agence Economique et 
Financiére, Brussels, Belgium, October 13, 1953; 
Organization for European Economic Coopera- 
Release, France, Octo- 


tion, Press Paris, 


ber 14, 1953. 


U.K. Balance of Payments 

The Chancellor of the Exchequer recently announced 
that the United Kingdom had earned a surplus of £80 mil- 
lion on current account in the first half of 1953. Since 
this figure includes £55 million of U.S. aid, the true 
surplus was £25 million, whereas the corresponding 


surplus in the last half of 1952 was around £100 million. 
The Chancellor explained that the deterioration was 
mainly due to imports being at a higher level in 1953 
than in 1952, when production was lower and import 
cuts were exerting their full effect. 


Source: The Times, London, England. October 15, 1953. 


Results of U.K. Government Loan Operations 


Holders of £552 million of the £577 million 134 per 
cent Serial Funding Stock, 1953, due to mature on 
November 14, have accepted the offer of conversion into 
other government stocks announced at the end of Septem- 
ber. £503 million was converted into the new 214 per 
cent Serial Funding Stock, 1957, and £49 million into 
the existing 1%4 per cent Serial Funding Stock, 1954. 
The balance of £25 million will be redeemed by the 
Government in cash. The offer for cash subscription of 
a new 3 per cent Exchequer Stock, 1962-63, drew total 
applications of £341 million. Accordingly, the Govern- 
ment will have £316 million available for reducing short- 
term debt, or for financing commitments that would 
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otherwise be met by increasing its short-term indebted. 
ness. 

Since part of the cash subscribed for the Exchequer 
Stock came from official applications, the net amount of 
new money drawn from nonofficial quarters from both 
these operations is likely to be less than £316 million. 
Even if it were as low as £200 million, however, it is 
believed that the effect would be a fall in the banks’ 
liquid-assets-to-deposits ratio, from the recent excep. 
tional level of 3714 per cent to about 34 or 35 per cent. 
Source: The Financial Times, London, England, Octo- 

ber 13, 1953. 


Blocking of Belgian Export Proceeds 

The proceeds which Belgian exporters receive from 
sales to EPU countries have been subject to a partial 
blocking for six months of 4, 6, 8, 12, 16, or 20 per cent, 
depending on the commodity involved. Also, 32 per cent 
of the proceeds from transfers of capital or of income 
from capital from EPU countries into Belgium has been 
blocked in special accounts for six months (see this 
News Survey, Vol. V, p. 43). The Belgian Government 
has recently announced the reduction of these percentages 
by one fifth, so that the new percentages are 3.2, 4.8, 6.4, 
9.6, 12.8, 16, and 25.6. Equivalent reductions are 
planned for February 1, June 1, and October 1, 1954, 
and blocking requirements are to be finally abolished by 
the end of 1954. 

The National Bank of Belgium has announced that the 
rate at which the foregoing blocked proceeds may be 
mobilized has been reduced from 314 per cent to 3 per 
cent as of October 8, 1953 (see this News Survey, Vol. V, 
p. 26). 

Source: Agence Economique et Financiére, Brussels, Bel- 


gium, October 8, 1953. 


Netherlands Export Bonus Dollars—import Restrictions 

The Netherlands Ministry of Economic Affairs has 
published a list of goods which may be imported from the 
dollar area without any quantitative restriction as from 
October 15. 
products, certain kinds of lumber, raw cotton and 


The list includes corn, certain chemical 


bleached linters, and certain machinery and precision 
instruments. Re-export of these goods in unprocessed 
form is not permitted. 

Quantitative restrictions on other dollar goods, in par- 
ticular on raw materials. semifinished products, and 
capital equipment, have also been relaxed, and these 
goods may later be transferred to the free list, if expe- 
rience justifies such a change. 

The Netherlands export bonus dollar system, which 
was introduced in September 1949 and had permitted 
exporters to retain 10 per cent of their dollar earnings, 
has also been abolished. The Government has announced 


that in due course dollars would be supplied for imports 





3, 1953 


idebted. 


chequer 
iount of 
m both 
million. 
er, it is 

banks’ 

excep- 
er cent, 


l, Octo- 


e from 
partial 
er cent, 
yer cent 
income 
as been 
ee this 
-rnment 
entages 
1.8, 6.4, 
ms are 
, 1954, 
shed by 


that the 
nay be 
> 3 per 
Vol. V, 


Is, Bel- 


ctions 
irs has 
‘om the 
is from 
hemical 
mn and 
ecision 
ocessed 


in par- 
's, and 


1 these 
f expe- 


which 
rmitted 
rnings, 
ounced 
imports 


INTERNATIONAL FINANCIAL News Survey, October 23, 1953 


which hitherto could be purchased only with export 
bonus dollars. It is stated that the export bonus dollar 
system has been abolished in view of the improved dollar 
position of the Netherlands and of her international 
commitments. 

According to a decision recently taken in Geneva, 
the contracting parties to the General Agreement on 
Tariffs and Trade have formally authorized the Nether- 
lands to continue restrictions on wheat flour imports from 
the United States as a reprisal against U.S. restrictions on 
imports of dairy products. Last year the GATT countries 
authorized the Netherlands to impose a retaliatory limit 
of 60,000 metric tons on imports of U.S. wheat flour. 
Sources: Het Financieele Dagblad, Amsterdam, Nether- 

lands, October 9, 1953; The Journal of Com- 
merce, New York, N. Y., October 14 and 
20, 1953. 


Forward Grain Markets in Rotterdam and Liverpool 

The Rotterdam forward market in grains, which had 
been closed in 1940, was reopened on September 23, 
1953. Maize was the first commodity admitted to this 
forward market, and it was hoped that in the near future 
barley would follow. This is the first forward market 
in grains to be reopened in Europe since the beginning 
of World War II. 

The Liverpool Corn Trade Association has also an- 
nounced that trading in wheat for forward delivery will 
begin in the Liverpool grain market on December 1. 
Delivery months are not yet known, but it is believed 
that March deliveries will be the earliest that can be 
quoted when the market opens. Efforts are being made 
to restore forward trading in maize and barley. 
Sources: De Maasbode, Rotterdam, Netherlands, Septem- 

ber 21, 1953; The Financial Times, London, 
England, October 14, 1953. 


Scandinavian Woodpulp Prices to U.K. 


Prices of Scandinavian woodpulp for shipment in the 
fourth quarter of this year are moderately higher for 


nearly all grades than in the third quarter. Demand is 
strong and supplies, particularly of some grades of chem- 
ical pulp, are fairly tight. The price increases for chem- 
ical pulp range from about £2 to £3 10s. a ton, or some 
3-5 per cent. Mechanical pulp shows a slight price in- 
crease, which does not, however, affect the price to Brit- 
ish mills, the major buyers of this type of Scandinavian 
pulp, since Britain buys six months ahead and the price 
fixed for the second half of this year is the same as for 
the first half. For bleached sulphite pulp (for fine 
grades of paper) prices have increased by about 6 per 
cent, and for Kraft pulp (for bags and light board) by 
about 8 per cent. 

This hardening of prices follows the generally slight 
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reductions made for shipments in the third quarter of 
the year. British users of pulp had therefore been en- 
couraged to look for a period of price stability, and 
though in most cases they have accepted the new prices, 
they would probably show strong resistance if Scandina- 
vian producers sought a further increase in the first 
quarter of 1954. The price of bleached rayon pulp was 
left unchanged after an attempt to raise the price for ship- 
ments in the second quarter was met by cancellations of 
orders from British rayon producers. 


Source: The Economist, London, England, September 26, 
1953. 


Gold and Silver Prices in Western Germany 


The maximum sale price for gold in the Federal Re- 
public of Germany has been lowered from DM 5.17 to 
DM 5.07 per fine gram, and the maximum purchase 
price for dealers from DM 5.03 to DM 4.93. The addi- 
tional charge, which is used in calculating the maximum 
price for silver, has also been lowered, from 2 per cent 
to 1.4 per cent. 

Both these changes are the result of lower world market 
prices for gold and silver. The processors of precious 
metals requested the changes in order to increase their 
ability to compete on world markets. During 1952, gold 
production in the Federal Republic amounted to 422 kilo- 
grams, and gold imports to 4,438 kilograms. Silver pro- 
duction amounted to 180,272 kilograms, and silver im- 
ports to 144,900 kilograms. 


Source: Neue Ziircher Zeitung, 
September 25, 1953. 


Ziirich, Switzerland, 


Middle East 


Anglo-Jordanian Financial Relations 


The initial stage of the Anglo-Jordanian financial 
discussions, which are expected to begin in London 
shortly, will be devoted to a Jordanian exposé of the 
details of a five-year plan for Jordan’s economic develop- 
ment, in order to enable the U.K. authorities to work out 
the amount of financial aid they are prepared to offer for 
the financial year 1953-54. The five-year plan includes 
projects for enlarging and improving the port of Aqaba 
on the Red Sea, a vast afforestation scheme to fight sand 
invasion and droughts, and the establishment of road 
and railway networks. The road development plan, which 
has already been approved by the Public Works Council, 
is estimated to cost JD 8.3 million spread over five years, 
to be financed by funds from the United Kingdom. This 
program is expected, among other things, to help combat 
the present widespread unemployment, which is attribu- 
table in part to the large influx of Palestinian refugees. 
Source: The Egyptian Gazette, Cairo, Egypt, October 6, 

1953. 
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Jordan-lraq Trade Agreement 

A trade pact was signed on September 30 between 
Jordan and Iraq calling for complete cooperation in trade 
and economic matters. The pact is for one year, but is 
renewable. In accordance with the decision of the Arab 
Finance Ministers’ Conference held in Cairo during 
August, Jordan has removed the customs duties on agri- 
cultural imports from Iraq and reduced the duties on 
industrial and mineral imports from that country to a 
nominal level. 

Iraq has granted ID 150,000 to Jordan to help recon- 
struct the frontier villages between Jordan and Israel. 
This sum includes ID 85,000 which had been determined 
by the Arab League as Iraq’s share for this purpose. 
It has been decided to open branches in Jordan of the 
Iraqi Industrial and Agricultural Banks. Negotiations 
are proceeding on the question of a loan which Jordan 
has requested from Iraq. 

Sources: Al Ahram, Cairo, Egypt, September 30, 1953; 
Al-Zaman, Baghdad, Iraq, September 30 and 
October 2, 1953. 


Farmers’ Loans in Jordan 
The Jordanian Council of Ministers has decided to 
permit the postponement of repayment of state loans to 
farmers on account of the severe drought which affected 
the southern part of the country during the last season. 
Source: The Egyptian Gazette, Cairo, Egypt, October 3, 
1953. 


Commercial Ageement Between Syria and Yugoslavia 
A one-year commercial agreement between the Govern- 
ments of Syria and Yugoslavia was signed and became 
effective on July 29, 1953. It is automatically renewable 
unless terminated by either party three months prior to 
the expiration date. According to the agreement, locally 
made commodities are to be exchanged subject to the 
relevant regulations in force in the two countries. Pay- 
ment will be effected either in U.S. dollars or in any 
other currency acceptable to both the importer and the 
exporter concerned. Both Governments agree to permit 
the transfer of foreign exchange to cover the necessary 
payments. With certain specified exceptions, the agree- 
ment provides for the application of most-favored-nation 
treatment. A joint commission is to be created to facil- 
itate the operation of the agreement and to consolidate 
economic relations between the two countries. 
Source: Le Commerce du Levant, Beirut, Lebanon, Sep- 
tember 30, 1953. 


Development Program in Lebanon 

The Lebanese Minister of Public Works has announced 
the adoption of a four-year development program which 
is expected to cost LL 80 million (US$24 million). On 
an annual basis this represents 14 per cent of total 
budgetary allocations for 1952. The main projects under 
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consideration are road construction and development of 

hydroelectric power. The expenditures are expected to 

alleviate the present slack in business activity. 

Source: Le Commerce du Levant, Beirut, Lebanon, Auv- 
gust 26, 1953. 


_ Far East 

Expansion of India’s Development Plan 

The total government outlay contemplated in the 
Indian Five-Year Plan has now been increased from 
Rs 20.7 billion to Rs 22.4 billion in order to accommodate 
new schemes designed to relieve unemployment. These 
schemes include extension of the rehabilitation program, 
establishment of an industrial development corporation 
by the Central Government and of industrial finance 
corporations by the State Governments, road building, 
small power projects, and extension of facilities for tech- 
nical training. (See also this News Survey, Vol. VI, 
p. 53.) 
Source: Embassy of India, /ndiagram, Washington, D. C., 

October 14, 1953. 


Restrictions On Indian Tea Output Relaxed 

In March 1953, producers responsible for 80 per cent 
of the tea crop in north India agreed on a restriction 
scheme which permitted each plantation to produce only 
8714 per cent of the best annual crop during the period 
1947-52. In September the scheme was modified to 
permit production of 8814 per cent, which means an 
additional output of 4 million pounds. A second relaxa- 
tion will allow production to rise to 90 per cent, thus 
adding another 6 million pounds to this season’s output. 
These steps have been taken because of the satisfactory 
level of U.K. tea consumption and the short fall in the 
end-of-August crop in north India of 32 million pounds. 

Some plantations will be unable to expand production 
to the extent now permitted; they will, however, be 
allowed to sell their rights to other producers. Assam 
plantations are particularly anxious to purchase such 
rights. South Indian producers and producers respon- 
sible for 20 per cent of the north Indian crop are not 
parties to the agreement. 
Source: The Financial Times, London, England, Octo- 

ber 9, 1953. 


Ceylon’s Money Supply and External Assets 
Ceylon’s money supply declined by over Rs 28 million 
during the month of July, mainly as the result of a fall 
of Rs 60.3 million in the Government’s net debt to the 
Central Bank. During the first seven months of 1953 
the money supply declined by Rs 43.9 million, against 
a fall of Rs 89.6 million during the corresponding period 
of last year. The decline during the present year is con- 
centrated in bank deposits; except in July, there was only 
a slight fall in currency circulation. 
During July, Ceylon’s external assets fell by Rs 4.8 mil- 
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lion, to Rs 680.3 million. This fall is the smallest re- 
corded during the last five months. A small trade surplus 
of Rs8 million reported for July reduced the cumulative 


' trade deficit for the year to Rs 29.9 million. 


Source: Ceylon News, Colombo, Ceylon, September 24, 
1953. 


Ceylonese Trade Agreements 

Under a four-year agreement with Ceylon, Burma has 
offered to sell to Ceylon a minimum of 200,000 tons of 
rice every year. The price is to be £50 per ton during 
the first year, and will be reduced by £2 each year until 
in 1957 the price will be £44. 

The price of Chinese rice under the Sino-Ceylonese 
trade agreement (see this News Survey, Vol. V, pp. 146 
and 179) will be £47 per ton during the second year, 
against £54 during the current year. The price paid for 
Ceylonese rubber will, however, be reduced to 28d per 
pound, from 32d; nevertheless, it still remains 11d above 
the world price of rubber. These agreements with Burma 
and China have made it possible to reduce the price of 
rationed rice from 70 cents to 50 cents per measure of 
2 pounds. The price had been raised from 25 cents in 
July in connection with the abolition of food subsidies. 

Under a trade agreement with Yugoslavia concluded 
on August 2, each country will extend most-favored-nation 
treatment to the other, and Yugoslavia will encourage the 
appointment of Ceylonese nationals as agents for products 
of Yugoslav origin. 

Sources: Ceylon News, Colombo, Ceylon, August 6, 
1953; The Financial Times, London, England, 
September 30 and October 9, 1953; The Times 
of India, Bombay, India, October 3, 1953. 


Imports Into Thailand Under Certificate of Origin 

The Bank of Thailand has issued a directive requiring 
certificates of origin as from September 25, 1953 for 
all imports from Hong Kong. The Hong Kong Depart- 
ment of Commerce and Industry will issue certificates of 
origin for goods manufactured in Hong Kong. For 
goods of non-Hong Kong origin, the Thailand Trade 
Commissioner’s office will endorse documents issued by 
the Chamber of Commerce or by any legitimate organiza- 
tion (e.g., a banking house) in Hong Kong. Merchants 
wishing to apply for foreign exchange at the “import 
rate” to cover import payments must be in possession of 
a certificate of origin. The “import rate” of exchange 
is approved only for goods intended for domestic use or 
consumption. 

Applications for sterling exchange, according to the 
new directive, will be approved for imports from sterling 
area countries or from countries where sterling is allowed 
to be received unofficially for exports to non-sterling 
areas. Applications for dollar exchange will be approved 
for imports from the United States and its dependencies, 
Canada, the Philippines, and fourteen Central and South 


137 


American countries. The exchange granted will be valid 
only for the import of goods specified at the time of 
application and will not be transferable. 

Goods from Hong Kong that are not eligible to receive 
exchange at the “import rate” may be imported into 
Thailand with exchange bought in the Bangkok free 
market. 

Source: Far Eastern Economic Review, Hong Kong, 


October 1, 1953. 


Re-Export of Japanese Goods from Hong Kong 

The Director of Commerce and Industry of the Hong 
Kong Government announced that, as from September 18, 
export licenses will be granted freely for the export 
to Singapore of goods of Japanese origin. Exchange will 
also be freely granted for imports from Japan which are 
specifically declared for re-export to Singapore. Licenses 
for the export of goods of Japanese origin to other parts 
of the Scheduled Territories will continue to be withheld 
except where at least 25 per cent of their finished cost is 
attributable to processing in Hong Kong. 
Source: Far East Trader, New York, N. Y., Septem- 

ber 30, 1953. 


Japanese Credit Control 

In order to check any inflationary trend, the Bank of 
Japan’s Policy Board decided on September 5, 1953 to 
modify its loan policy, the so-called higher rate applica- 
tion system, with a view to discouraging the too easy 
access of city banks to the central bank. This system 
makes the rediscount rate progressive according to the 
ratio of credits received from the Bank of Japan to a 
basic amount determined by the Bank with reference to 
the deposits, capital, and borrowing of the commercial 
bank concerned. Under this system the rates for Bank of 
Japan loans to city banks had previously been as follows: 
(1) The lowest rates of 5.84-6.57 per cent per annum 
were applied to loans which fell below 15 per cent of the 
hasic allocation. (2) For loans which carry the limit up 
to 15 per cent but not beyond 100 per cent, higher rates 
of 6.93-7.30 per cent per annum were charged. (3) The 
highest rates of 7.665-9.125 per cent per annum were 
applied to loans beyond the 100 per cent limit. 

This scale has now been revised so that 6 per cent and 
40 per cent are substituted for the earlier limits of 15 per 
cent and 100 per cent. The new scale is temporary; it 
will operate in the first instance only during the October- 
December quarter and will be reconsidered for next year. 

According to the Nippon Times, the National Federa- 
tion of Bankers’ Associations of Japan also recently de- 
cided to adopt voluntary measures to control bank loans, 
with a view to minimizing the inflationary pressures gen- 
erated by the anticipated governmental overspending in 
the current fiscal year. The banks will examine and 
strictly control all applications for loans to provide work- 
ing capital that might be utilized for speculative purposes. 
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They will also voluntarily curb loans for construction of 
buildings, other than apartments and dwelling houses; 
loans that do not directly contribute to the promotion 
of foreign trade or industrial production, e.g., for the 
purchase of immovable assets; and loans for such service 
trades as restaurants and hotels, etc. The banks will 
further regulate all other loans that do not fall into any 
of these three categories and are not sought for such 
indispensable purposes as the installation of new equip- 
ment by smaller enterprises, rationalization of basic in- 
dustries, and repairs and construction of munitions plants. 
Finally, by showing restraint in opening letters of credit 
to finance nonessential imports, they will cooperate with 
the Government in the compilation of foreign exchange 
budgets for such imports. 


Sources: Bank of Tokyo, Weekly Review of Economic 
Affairs in Japan, September 12, 1953, and The 
Nippon Times, October 7, 1953, Tokyo, Japan. 


Japanese Production and Trade 

Japanese industrial production set a new postwar 
record in July 1953 for the fifth successive month with 
the index of production—mining and manufacturing com- 
bined—at 168 (1934-36 = 100), or 21 per cent above 
the level of July 1952. The increase in industrial pro- 
duction was supported by increased domestic consump- 
tion rather than by export sales, which showed a further 
decline. The merchandise trade deficit of about $99 mil- 
lion was more than offset by the continued high level of 
special dollar earnings, and for the first time since 
October 1952 foreign exchange receipts from merchan- 
dise and nonmerchandise items slightly exceeded, by 
about $9 million, aggregate foreign exchange payments. 

Commodity and security prices have also risen further. 
A new postwar high was reached in commercial bank 
loans and commercial bank borrowings from the Bank 
of Japan. Department store sales continued to rise and 
were 38 per cent higher than in July 1952. 
Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D. C., October 19, 1953. 
Japan-China Trade 


The Japanese Government has announced the lifting of 
the ban on exports of 17 more items to Mainland China. 
Export controls on galvanized iron sheets, X-ray appara- 
tus. steel tube joints, and certain other commodities will 
be maintained. 

This is the fourth of a series of relaxations on restric- 
tions on trade with China effected since the beginning 
of this year (see this News Survey, Vol. V, p. 274 and 
Vol. VI, pp. 37 and 121), and the Minister of Inter- 
national Trade and Industry has stated that the latest 
relaxation of export controls brings Japan’s trade rela- 
tions with Mainland China more into line with those of 
Western Europe. 

A 24-member trade mission, including 13 members of 
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the Diet, 10 businessmen, and 1 banker, is at present in 
Mainland China. 


Source: The Journal of Commerce, New York, N. Y., 
October 14, 1953. 


United States and Canada 


U.S. Business Inventories 

U.S. business inventories continued to rise in August, 
but at a reduced rate. On a seasonally adjusted annual 
basis they rose $3.5 billion, compared with $6 billion in 
July and almost $9 billion during the second quarter. 
The most significant development during August was a 
decline in retail automobile stocks, which not only helped 
to reduce the rate of inventory accumulation but also 
marked the reversal of an upward trend in these stocks 
since July 1952. 

The $421 million rise in total inventories, to $77.8 bil- 
lion, was, however, extraseasonal, as inventories normally 
do not rise in August. The Department of Commerce 
has stated that, while movements in retail and wholesale 
stocks were in line with seasonal expectations, the in- 
crease in manufacturing was abnormal, accounting for 
virtually all of the month’s accumulation. 

Source: The Journal of Commerce, New York, N. Y., 
October 8, 1953. 


U.S. Direct Investments Abroad 


U.S. direct investments abroad have increased by 
$3.2 billion in the last three years, from $11.8 billion in 
1950 to approximately $15 billion in mid-1953; they are 
computed as the book value of U.S.-owned equity in enter- 
prises substantially controlled by U.S. capital. 
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50 per cent of the new investments since 1950 went to 
Canada, while investments in Latin America rose by 
$1 billion. 

Detailed geographical and industry classifications are 
not yet available for 1953. By 1950 it was estimated that 
just over 70 per cent of total U.S. direct investments 
abroad had been invested in the Western Hemisphere. 
By that year $3.6 billion had been invested in Canada, 
$1 billion in Venezuela, $640 million in Brazil, and $640 
million in Cuba. Outside the Western Hemisphere, U.S. 
investments were concentrated mainly in Western Europe, 
Middle Eastern oil companies, the Philippine Republic, 
Australia, and the Union of South Africa. 

U.S. investments abroad have played an important role 
in shaping the import pattern of the United States; it is 
estimated that in 1950, for example, approximately 20 per 
cent of U.S. purchases abroad were from foreign branches 
or subsidiaries of U.S. companies. 

Source: The Journal of Commerce, New York, N. Y., 
October 5, 1953. 


U.S. Farm Productivity 

U.S. farm output in 1953, now indicated to be equal 
to the record output of 1952, has been achieved with an 
increase of 1 per cent in acreage and a reduction of 
21% per cent in total man-hours worked. This indicates 
an increase of almost 3 per cent in man-hour produc- 
tivity. The chief factor in the increased productivity 
has been the continued rise in the use of farm machinery, 
the volume of which rose over 2 per cent during the year. 
The year’s gain in productivity applies only to crop pro- 
duction. In livestock production, where mechanization 
has progressed less rapidly, output per man-hour was the 
same as in 1952. 


Source: Department of Agriculture, The Agricultural 
Situation, Washington, D. C., September 1953. 


Interest Rates in Canada 

Interest rates in Canada continued to rise through the 
end of September, in contrast to the decline in recent 
months in the United States (see this News Survey, 
Vol. VI, pp. 114 and 122). The yield on Government of 
Canada 3-month Treasury bills, which was 1.80 per cent 
in August 1953 against 1.10 per cent a year earlier, 
reached 1.91 per cent in mid-September and 1.96 per cent 
on October 1. Long-term rates rose more slowly, and the 
spread became narrower; the yield on Government of 
Canada 3 per cent bonds, due 1961-66, rose from 3.73 per 
cent in August 1953 to 3.77 per cent in September; in 
August 1952 it was 3.61 per cent. In the first three weeks 
of October these rates remained virtually unchanged. 
Source: The Globe and Mail, Toronto, Canada, various 

issues. 


Canadian Government Bond Issue 
The Canadian Government has successfully floated a 
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$700 million bond issue. Subscriptions to the amount of 
$400 million were accepted for a 244 per cent 20-month 
bond issued below par to yield 3.49 per cent to maturity, 
and of $300 million for a 3 per cent 44-year bond 
yielding 3.69 per cent. The bonds were offered directly 
to investors through investment dealers and banks. They 
are intended to provide for the redemption, in November, 
of $500 million of maturing 2 per cent bonds issued in 
1951 and 1952 and to convert a portion of the Second 
Victory Loan which matures in March 1954. 

It is understood that this bond issue led to some 
heavy buying in New York of Canadian bonds, both for 
local and for European account. This caused the Cana- 
dian dollar exchange rate to rise from Can$1.00 = 


US$1.0172 to US$1.02 on October 19. 


Sources: The Gazette, Montreal, Canada, October 15, 
1953; The Journal of Commerce, New York, 
N. Y., October 20, 1953. 


Latin America 
U.S. Aid for Bolivia 


A U.S. four-point assistance program for Bolivia to the 
amount of about $11 million has been announced. This 
includes $5 million of agricultural products, which will 
be placed at the disposal of Bolivia from the stocks of the 
Commodity Credit Corporation. An additional $4 million 
will be made available through the Foreign Operations 
Administration for other essential goods and services. 
The major part of the local currency received from the 
sale of these articles to Bolivian consumers will be used 
by the Bolivian Government for projects contributing to 
the economic development of Bolivia. 

The U.S. contribution to the Bolivian technical assist- 
ance program has been more than doubled, to about 
$2 million, and the additional funds, as well as the corre- 
sponding contribution of the Bolivian Government, will 
be used for a program of emergency production of food- 
stuffs. 

Sources: La Prensa, October 15, 1953, and American 
Metal Market, October 15, 1953, New York, 
N. Y. 


Brazil-Germany Trade Pact 

A trade agreement was concluded in September be- 
tween Brazil and Germany providing for $284 million 
of two-way trade and for increased German investments 
in Brazil. The establishment of a joint Brazilian-German 
Commission for Economic Development, with head- 
quarters in Rio de Janeiro, is also intended to facilitate 
economic relations between the two countries and indus- 
trial development programming. The agreement provides 
that at the outset 30 per cent of German exports (over 
$40 million a year) will consist of production equipment. 
Brazil’s exports to Germany will include about $65 million 
of coffee, $25 million of cotton, $6.5 million of iron ore, 
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and $6 million of cocoa. There are also to be exports of 
oil-bearing fruits and seeds, hides and skins, and pine- 
wood. 

Germany will reserve $42 million for long-term financ- 
ing of essential equipment, and will export $16 million of 
industrial machinery and equipment and $10 million of 
vehicles. Other German exports will include $3 million 
of tractors and $4 million of railroad equipment and 
other products. The Federal Government of Germany will 
promote the transfer of capital to Brazil, and German 
concerns will associate themselves with Brazilian con- 
cerns. The German Government, through its specialized 
agencies, will provide financing for periods of up to five 
years. 

The agreement also provides for interchange of tech- 
niques, training of Brazilian technicians in Germany, and 
the provision of German technicians to assist in Brazilian 
development. 

Source: Brazilian Government Trade Bureau, Brazilian 


Bulletin, New York, N. Y., October 1, 1953. 


Other Countries 


New Zealand Premium Gold Sales 

Between mid-August 1952 and March 31, 1953 the 
Reserve Bank of New Zealand gave approval for the sale 
overseas of 27,407 ounces of gold mined in New Zealand. 
Prices ranged between $36.59 and $37.30 per ounce, with 
an average of $36.91. As a result of these open market 
sales, the Reserve Bank’s holdings of gold, which had 
increased in each of the two preceding years by about 
£900,000, rose by only £200,000. 
Source: The New Zealand Herald, Auckland, New Zea- 

land, August 27, 1953. 


New Zealand Meat Export Prices 

The U.K. Ministry of Food announced on October 2 an 
agreement, with the New Zealand Meat Producers’ Board, 
for a general increase of 514 per cent in the prices to be 
paid for New Zealand beef and veal in the year beginning 
October 1. The increase means that frozen beef, for which 
the United Kingdom has been paying £117 13s. 3d. per 
ton, will now cost £124 2s. 8d. The premium on chilled 
beef has not been increased. 
Source: The Times, London, England, October 3, 1953. 


New Zealand Savings Bond Interest Rates 
The maturity value of N.Z. National Savings five-year 
bonds has been increased to yield an interest rate of 34% 
per cent. It has been stated that the previous 3 per cent 
return was out of line with other interest rates. 
Source: The New Zealand Herald, Auckland, New Zea- 
land, August 29, 1953. 


Algeria’s Second Development Plan 
The new four-year development plan was recently voted 


by the Algerian Assembly (see this News Survey, Vol. VI, 
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p. 4). The new plan provides for an expenditure of 
294.5 billion francs ($841 million) in the period 1953-56, 
The emphasis placed on short-term projects is greater 
than in the first four-year plan. Of the planned invest. 
ment, 77 per cent is for economic development, 21 per 
cent for welfare purposes, and 2 per cent for administra. 
tive purposes. The largest allocation, 70 billion francs, 
is for agricultural development; 56 billion is allocated 
for electric power development, nearly 65 billion for 
transportation and communications, and 10 billion for 
mineral research. The implementation of the plan de. 
pends on French aid, as local capital is not adequate. In 
the past, French aid to Algeria usually took the form of 
long-term loans, usually for 40 years, at low interest rates, 
For the first year of the new plan Algeria has asked for 
40 billion francs. 


Source: Department of Commerce, Foreign Commerce 
Weekly, Washington, D. C., October 5, 1953. 


Gold Production in French Overseas Territories 


Gold production in the French Overseas Territories has 
decreased by nearly 80 per cent, compared with 1939, 
Total gold production, which in 1939 amounted to 8,565 
kilos, was only 1,823 kilos in 1952. French West African 
production showed the sharpest decline, from 4,534 kilos 
in 1939 to 32 kilos in 1952. Forecasts for 1953 show no 
improvement. The decline is attributed to the increase in 
mining costs, which have not been compensated by any 
increase in price. The mine operators have asked the 
French Government to reduce existing duties and taxes 
on mining machinery and to remove the one per cent 
export tax on gold. 


Source: Le Monde, Paris, France, October 4, 1953. 


Corrigendum 

Volume VI, No. 14, October 2, 1953, p. 110, item 
“European Coal and Steel Community”: In the last para- 
graph, the Swiss loan to the German steel industry was 
inaccurately described. The correct details appear in 
Vol. VI, No. 12, September 18, 1953, p. 95. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the 
end of each note. Explanatory material may be 
added, but no Fund editorial comment or opinion. 
Therefore any views expressed are taken from the 
sources quoted and are not necessarily those of the 
Fund. 

The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 


The Secretary 


INTERNATIONAL MONETARY FUND 
1818 H Street, N.W. Washington 25, D. C. 
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